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of population seems most satisfactory. 'A distribution in
proportion to revenue is calculated to benefit those who
need it least, a distribution in proportion to expenditure
is calculated to encourage extravagance9 (Taxation Enquiry
Committee Report, paragraph 510).

Regarding the second point, namely, the conditions
attaching to such grants, it is reasonable that the authority
making a grant-in-aid should be in a position to satisfy
itself that the money has actually been spent for the pur-
pose for which it was given. Wherever grants-in-aid are
given there is inevitably some degree of control over their
expenditure. Under the Canada Highway Act of 1919, the
payment of grants to the Provinces for construction and
improvement of roads is subject to very definite conditions.

The Canadian Technical Education Act of 1919 simi-
larly prescribes the terms and conditions upon which
payments of grants from federal revenues for technical
education are made to the Provinces.

In view of the above precedents, there would be nothing
derogatory to the position of the constituent units, if the
Federal Government of India made reasonable conditions
controlling the utilization of such grants.

(b) Division of the actual proceeds of Taxation.

A division of the actual proceeds of particular classes of
taxation may be effected in any of the following ways:
(i) the  proceeds   may  be  divided   arbitrarily  into

fractions;
(ii) the tax may be divided into spheres, which may be

assigned to one or the other of the authorities;
(iii) both Governments may impose their own taxation,

either separately, or through the same agency,
(i) Division of proceeds into arbitrary fractions.  This is the
old system of divided heads which was in force prior to the